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CORPORATE INFORMATION 


DIRECTORS 

Herbert C. Andreae, London, England 
Financial Consultant 

Alex G. Bailey, Calgary, Alberta 

Oil Executive and Consultant 

Roger K. Cheng, Vancouver, British Columbia 
President, Canadian Takahashi Ltd. 


G. LeRoy Dakin, Calgary, Alberta 
Vice-President — Finance and Treasurer 
Trans-Canada Resources Ltd. 


Bruce A. Macdonald, Calgary, Alberta 
President, Trans-Canada Resources Ltd. 


Albert B. Ormsby, Toronto, Ontario 
Vice-President, Anmercosa Ventures Limited 


William J. Sullivan, Vancouver, British Columbia 
Secretary, Trans-Canada Resources Ltd. 
Lawyer, Partner, Guild, Yule, Schmitt, Lane, Sullivan & Finch 


John W. W. Williamson, Calgary, Alberta 
Financial Consultant 


OFFICERS 

Bruce A. Macdonald, President 

G. LeRoy Dakin, Vice-President — Finance and Treasurer 
William J. Sullivan, Secretary 

John W. Mahan, Controller 


OPERATING MANAGEMENT 


G. E. Cox, General Manager 
International Drilling Fluids — North America 


M. C. MacDonald, General Manager 
International Drilling Fluids — International 


K. A. Kotow, General Manager 
Oilind Safety Engineering — North America 


A. J. Scarlett, General Manager 
Con-Serve — Canada 


Leo Lam, General Manager 
Research & Development — Canada 


Annual General Meeting 


The Annual General Meeting of the shareholders of 
Trans-Canada Resources Ltd. will be held in the 
Prospect Room of the Bayshore Inn, Vancouver, 
British Columbia, on Friday the 17th day of March, 
1978 at 10:30 a.m. 
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HIGHLIGHTS 
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PRESIDENT Sie ier 


The past year has been both gratifying and 
disappointing. We are very pleased with the success 
of our expanded oil and gas exploration and 
development drilling programs, which resulted in 
substantial increases in both proven reserves and 
current daily oil and natural gas production. 


We are also pleased with the current market price of 
the Company’s stock on the Toronto Stock Exchange. 
While realizing that the dramatic increase in price was 
caused by speculation associated with our West 
Pembina area land holdings, it is our opinion that 
these prices are more realistic in giving a fair market 
value to our oil and gas reserves. 


Conversely, we are extremely disappointed with the 
results of our efforts to expand the service industry 
divisions. Substantial losses in new areas of 
endeavour and new geographical areas, dissipated 
profits earned by established operations. We are 
confident that this is a short term situation and fully 
expect the service industry divisions will contribute 
substantially to overall profits during the coming year. 


The outlook for the energy industry throughout the 
world, and especially in North America, is one of 
challenge. That this challenge is being met here in 
Canada is shown by the recent Pembina and 
Elmworth discoveries, and by the second record 
breaking year of activity in the drilling industry. Your 


COMPANY PROFILE 


Trans-Canada Resources Ltd. was incorporated as 
Trans-Canada Oils Ltd. in 1966 under the laws of the 
Province of British Columbia. It is owned by some 
2,000 shareholders whose addresses of record 
indicate 94% of the issued shares are owned by 
Canadian residents. The common shares of the 
Company are listed on the Toronto Stock Exchange 
MiCOy 


The Company is engaged in the exploration and 
development of oil and gas — the natural resources 
group, and in the provision of goods and services to 
the oil and gas industry — the service industries 
group. The various operating entities in each group 
are detailed on Page 20 of this report. 


Company is in an excellent position to prosper in this 
environment. 


We have now established a good base of reserves 
and revenues from oil and gas, and plan to continue 
an active drilling program on various exploration 
projects. During the coming year, developments at 
Wainwright, West Pembina and the U.K. North Sea 
should be of particular interest to future earnings. 
Corrective action already undertaken or planned will 
restore the service industries to their proper level of 
profitability. 


Your Company is considering making, in the near 
future, a rights issue to shareholders to purchase 
additional common shares. It is anticipated that the 
issue would raise approximately $2,000,000, and the 
proceeds would be employed over the next 12 to 24 
months in the exploration and development of oi! and 
gas properties. The final decision as to whether to 
proceed with the offering is, of course, subject to 
various factors including favorable market conditions. 


ON BEHALF OF THE BOARD 


B. A. Macdonald 
President 


January 31, 1978 


The natural resources group owns producing 
properties in Alberta, Saskatchewan and the United 
States. Undeveloped oil and gas leases, coal 
interests, royalty interests and geothermal rights are 
held in various areas including Western Canada, the 
Northwest Territories, the Arctic Islands, the U.K. 
North Sea and the United States. 


The service industries group provides drilling fluid 
products and services, equipment and services for the 
protection of life and property, and environmental 
protection services, primarily to the natural resource 
drilling industry. The group operates throughout 
Canada and the United States, and through various 
50% owned companies also operates outside North 
America in the drilling fluid business. 
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NATURAL RESOURCES GROUP 


TRANS-CANADA RESOURCES LTD. 


_ PETROLEUM, NATURAL GAS 


AND GEOTHERMAL HOLDINGS 
October 31, 1977 


T.C.R. : 
Area — apes __ Interest Gross Net 
ALBERTA 
Arrowwood......... Varies 6,960 1155) 
Alderson. 23 (2s 12.5% 2,548 318 
AMISk2cnc ce caces 5% 4,480 224 
Bindloss eins - 2.75-27.5% 29,440 2,901 
Garoline seri : 16726 oa Bee 54 
Cynthia: eee 1.5-5% (R) 2,400 — 
Cynthia 62a 25% 480 120 
Gynthias smear. 50% 320 160 
Enchant . OUeSAMaNG Nas else, 1.5-12.5% 22,560 1,380 
Fincastle . ernie ie 5% 19,680 442 
Flat Lake Unit ...... .0826% 41,280 341 
Golden Spike ...... 50% — 640 320 
YJeRnNel eee 18.5-50% 9,280 2,320 
Medicine Hat ....... 21.7% S730 1,243 
Medicine Hat....... 1.25-10% 22,520 1,327 
Schule scree 5% 7,680 384 
Skane oe ewin see 22.22% 10,400 Zon 
VIKING Fe eee 8.75-25% 3,040 352 
Wainwright......... 17.5% 640 112 
Walsh ens, os 5% 22,983 1,149 
Wanders ra oo: 6% 46,080 2,765 
Wayne-Rosedale ... 17.50-25% 1,600 375 
Whitla ..... pies 5% 7,360 368 
Wolf Creek ; Ae Vitec ater Varies 3,200 96 
271,630 20,217 
SASKATCHEWAN 
Cantal tee cnrice er. 12% 640 80 
Batonias ees es 45% 1,280 576 
NOSE 2 eyes 35% 1,280 448 
Guil- Lake 420.05. 10% 320 32 
Midale............. 16% 80 13 
Parkman........... Varies 1,920 1,025 
Ratcliffe 6.0.6.5: Varies (i) 1) 3,520" 93 
9,040 2,267 
OTHER CANADA 
Coleville (N.W.T.) ... 2.5% (N.P.I.) 664,428 = 
Ft. Norman (N.W.T.) 1% (R) 255,779 — 
Melville Sound 
(Offshore) 0-5... 03% 271,500 ae 
-Monkman, B.C...... 5% (R) 14,708 — 
Osborne ........-.. 2.5% (R) 106. a 
1,206,581 — 
U.S.A. 
*Califomia ....... Br 12.8% 103,129 13,259 
SOMOGON scans. 12.8% 95,649 12,298 
“Washington ........ 12.8% 63,056 8,107 
MHOANO cerartinu eects 12.8% 6,429 827 
WVAHOUS shall: ae 83-12% 4,617 471 
Wyoming ........-. eee OO) ee i 0 — 
272,960 34,962 
OVERSEAS 
U.K. - Block 3/7 .... SR a 54,0007) es 945 
GRAND TOTAL ...... 1,814,211 $8,391 


(R) — royalty interest — net acreage not applicable 
(N- P.|.) — net profits interest — net acreage not apple’ 
_* — geothermal interests only 
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WAINWRIGHT AREA, East Central Alberta 
| TRANS-CANADA ACREAGE 

<t Gas Well 

ae Abandoned 


O Location 


@ Oil Well 


1977 has been an exciting year for the Oil and Gas 
Division of the Company with participation in a total of 
ninety test wells including fourteen oil wells, 
seventy-one gas wells and five tests abandoned. 


Your Company expects to continue an aggressive 
drilling program during 1978 and the increased 
income generated by the successful 1977 drilling will 
assist in providing the cash for future programs. 


WAINWRIGHT 


A 2,500 foot test well drilled during May, 1977 
discovered a commercial natural gas pay zone in the 
Colony sand and commercial medium gravity crude oil 
zones in the Sparky sands. Since that time eight 
additional oil wells have been drilled and successfully 
completed. Reservoir studies of the pay zones are 
very optimistic, and the decision has been made to 
continue development up to a total of sixteen wells 
initially and to immediately institute a water flood 
program for pressure maintenance. Success in this 
program would substantially increase the Company’s 
proven reserves as we have a 17.5% working interest 
in this project. 
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BINDLOSS AREA, South Eastern Alberta 
MR TRANS-CANADA ACREAGE 


O Location It Gas Well 
® Oil Well <)> Abandoned 
BINDLOSS 


Thirty-eight wells were completed in the Bindloss area 
during the year and all completions are either on 
production or in the process of being placed on 
production. All completions were dual zone Milk River 
and Medicine Hat sand producers. While gas was 
encountered in the Belly River and Viking sands, 
these zones are not yet tied into production. The 
Company now has varying interests, ranging from 
2.75% to 27.5%, in ninety-four wells and two gas 
plants in this area. Seventy-one wells are currently 
producing and the remaining wells will be placed on 
production as soon as weather and construction 
schedules permit. All Company interest leases in this 
area are under gas contract. 


VIKING 


The Company participated, with interests varying from 
10% to 25%, in a group of independents which during 
the year drilled eighteen wells in Central Alberta 
resulting in one oil and fifteen gas completions with 
only one test abandoned. Lack of gas contracts will 
necessitate a number of the wells being shut-in for the 
immediate future. However, five wells in the 
Viking-Kinsella area have obtained contracts and will 
be on stream early in 1978. 
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JENNER AREA, South Eastern Alberta 
WENN TRANS-CANADA ACREAGE 


© Location <+ Gas Well 
@ Oil Well ~) Abandoned 
JENNER 


A development project was undertaken in 
co-operation with Sun Oil Company in this area and 
sixteen Milk River gas wells were drilled and 
completed during the year. A small gas plant was 
constructed and all wells placed on production during 
October, 1977. The Company has an 18% interest in 
this project. 
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VIKING AREA, East Central Alberta 
MG TRANS-CANADA ACREAGE 

<t Gas Well 

> Abandoned 


O Location 


®@ Oil Well 
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BLOCK 3/7 — U.K. NORTH SEA 


With the positioning of additional production platforms 
and the high exploratory well success ratio, the United 
Kingdom North Sea oil play continues to be one of the 
most active in the world. The area surrounding Block 
3/7 is no exception. 


Two exploratory tests were completed on the Block 
during the year. Chevron et al 3/7-2, located in the 
northeast corner of the Block, was completed as an oil 
well at a total depth of 12,100 feet. Chevron et al 
3/7-3, located in the extreme south of the block, was 
abandoned during October, 1977 at a total depth of 
12,537 feet. 


The oil completion, the second on the Block, permitted 
a reservoir study and proven and probable oil 
reserves have now been calculated. The Company’s 
1.75% share of recoverable reserves is calculated at 
1,068,000 barrels, and these figures are included in 
our reserve summaries for the first time. 


NORTH SEA AREA 


ee TRANS-CANADA ACREAGE 
Q Abandoned Dry 


© Location or Drilling 
@ Oil Well 
xt Gas Well 


Abandoned Oil Well 
3K Abandoned Oil & Gas Well 


Despite its abandonment, the 3/7-3 test well did 
encounter non-commercial, oil saturated sands, 
providing sufficient encouragement to warrant further 
drilling in the southern portion of the Block. Additional 
seismic is being completed to ensure optimum 
positioning of a follow-up test well. 


In the meantime, the Shell-Esso group has located an 
exploratory test at the extreme northern end of Block 
3/12 (less than one mile south of Block 3/7) and this 
test is presently drilling. 


Other activity adjacent to Block 3/7 include the 
positioning of the first Ninian field production platform 
on Block 3/8, with the second to be positioned during 
the summer of 1978, and the completion of two 
additional wells in the Lyell field on Blocks 3/1 and 
3/2. 
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WEST PEMBINA AREA, West Central Alberta 


MQ TRANS-CANADA ACREAGE 


O Location -~)- Abandoned 
@ Oil Well ©) Devonian Evaluation Well 
<t Gas Well 


WEST PEMBINA 


The Company is fortunate in having a small land 
position in the middle of this dramatic new oil play in 
West-Central Alberta, and we expect to have one or 
two deep test wells drilled on Company interest 
acreage during 1978. To date, no decision has been 
made as to whether the Company will participate in 
these wells or farm-out the acreage for others to 
expend the substantial risk capital required. 


GEOTHERMAL 

The Company is continuing its participation in the 
exploration of some 268,000 acres of geothermal 
lease lands in the western United States. Geothermal 
geology is very complex, making exploration and 
mapping a rather slow process. We are, however, 
very pleased with results to date and feel that our 
holdings cover some prime geothermal prospects. 
Geological and geophysical evaluations will continue 
during the coming year. 


PRODUCTION 


Oil production for the year totalled 70,426 barrels for 
an average of 193 barrels per day, a decrease from 
the previous year as a result of the sale of the Avon 
Hill - Dodsland producing properties. New oil 
completions have been placed on production which 
will bring substantial increases in daily averages for 
1978. 


ALBERTA 


Natural gas sales for the year totalled 78,000 Mcf, 
30% higher than the previous year’s sales. The gas 
completions during 1977 resulted in 55 wells being 
placed on production. This will give greatly increased 
sales and revenues for 1978. 


RESERVES 


Total proven and probable oil reserves of the 
Company are 3,194,000 barrels as at October 31, 
1977, an increase of 1,310,000 barrels from the 
previous year. The major changes are the initial 
reporting of North Sea reserves (1,068,000 barrels), 
additions from the nine new oil wells in the Wainwright 
area of Alberta and a decrease due to the sale of 
reserves at Avon Hill - Dodsland. 


Total proven and probable gas reserves increased 
from 9,300 MMcf to 12,300 MMcf, primarily as a result 
of thirty-eight completions in the Bindloss area of 
Alberta. 
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SERVICE INDUSTRIES GROUP 


Canadian sales increased only slightly from the record 
levels of the previous year due to a substantial return 
of materials from suspended Mackenzie Delta drilling 
programs. This factor, together with decreased 
margins, produced earnings below that of the previous 
year. 


Drilling activity in Canada remains very strong, and 
the opportunity exists for increased sales and 
earnings over the next few years. 


Operations in the United States saw sales more than 
double those of the previous year. However, the lack 
of concentration of sales in any one area resulted in 
increased expenses, and the loss experienced was 
greater than that of the previous year. We plan to 
continue our presence in the United States as the 
losses incurred to date are not unreasonable when 
related to the potential which exists. 


INTERNATIONAL DRILLING FLUIDS (International) 
This division is an equally owned joint venture 
with English China Clays Limited, a large U.K. 
company. Operations are conducted worldwide, 


INTERNATIONAL DRILLING FLUIDS (North 


America) excluding North America, through various 
This division supplies drilling muds, chemicals foreign incorporated 50% owned companies. 
and specialty products to the oil and gas industry 
together with the trained specialists to service Sales volume for this division was approximately the 


the drilling rigs using these materials. Operations same as the previous year. Foreign currency accounts 
are conducted throughout Canada and througha ____ reflect a loss for the year which was offset somewhat 
subsidiary company in the United States. by foreign exchange gains on conversion to Canadian 


dollars. Losses from new areas was the main reason 
for the reduced foreign currency earnings. The 
division has withdrawn from certain of these new 
areas and reduced exposure in others to manageable 
proportions. 


The North Sea continues to be a major sales area. 
New contracts have been obtained and existing ones 
renewed. The division is participating in two barite 
milling projects to serve the North Sea market and is 
also attempting to acquire barite ore deposits to 
provide the raw materials for the mills. 


Operations are currently being carried on in the U.K., 
Norway, Netherlands, Spain, Doha, Egypt and Brunei. 


CON-SERVE 


This division operates primarily in Western 
Canada and provides an oilfield environmental 
protection service oriented to the oil industry. 


While sales volume was increased by approximately 
50%, this division incurred a substantial loss during 
the past year. Competition held sales prices down, 
and operating expenses were considerably higher 
than had been anticipated. A decision as to the future 
of this division will be made during the division’s 
inactive winter season. 


TECHNICAL SERVICES 


Technical Services, as part of the Service 
Industries group is responsible for all direct 
research and development work, all technical 
support services and technical training of 
employees. 


A new drilling fluid additive has been added to the 
International Drilling Fluids product list, and a new 
mud system has reached the stage of preparation of a 
patent application. 


Work has continued on corrosion inhibition studies for 
Oilind and the reverse osmosis method of treatment of 
sump fluids for Con-Serve. 


OILIND SAFETY ENGINEERING (North America) 
The wholly-owned Oilind companies provide a 
service primarily to the oil and gas industry with 
products, methods, equipment and clothing to 
save lives and protect equipment. The 
companies operate in Canada and the United 
States. 


Sales increased by some 19% over the previous year, 
with the major increase being in Canadian operations. 
Earnings, after eliminating extraordinary items, 
increased by 45% over the previous year with the 
majority of the increase being recorded in Canada. 
Future prospects are good and we expect these 
companies to continue their steady profitable growth. 


EMPLOYEES 


At year-end, Trans-Canada and its subsidiaries 
employed 109 people, 5 more than at the beginning of 
the year. Total cost of salaries, wages and benefits 
amounted to $1,952,658 for the year ended October 
31, 1977 compared to $1,513,664 for the previous 


year. 


FINANCIAL 


Net loss for the year was $109,518 equal to 2 cents 
per share, compared to a profit of $570,268 or 11 
cents per share in the previous year. Total revenues 
increased by 9% to $8,715,492. Service industries 
sales increased by $750,098 or 10% while oil and gas 
sales were 4% lower at $584,050. Funds provided by 
operations totalled $298,743 equal to 6 cents per 
share, compared to $911,623 or 18 cents per share 
last year. 


Significantly lower earnings from the service industry 
group accounted for the major reduction in earnings 
from the previous year. All operations in this group, 
except the Oilind companies, reported reduced 
earnings or increased losses, with the loss in the 
Con-Serve division being a major factor in reducing 
total earnings. 


Oil and gas revenues were slightly lower than in the 
previous year, due to the sale of producing properties. 
In spite of the slightly lower revenues, cash flow 
increased as no major operating expenses were 
incurred. With the increase during the year in proven 
reserves, depletion charges were lower and earnings 
from this division also showed an increase. 


Your Company’s share of the losses of 50% owned 
companies was $19,176, compared to earnings of 
$90,272 for the previous year. The combined local 
currency results of these companies reflected a loss 
for the year, which was reduced by a foreign 
exchange gain of $66,000 on conversion to Canadiar 
dollars. In the previous year, this conversion resulted 
in a loss of $58,000. 


The major source of new funds during the year was 
long-term debt, principally bank production loans 


which totalled $1,020,000. Asset sales proceeds of 
$801,474 and funds provided from operations of 
$298,743 were the other major items resulting in total 
funds available of $2,337,117. 


The major capital expenditures were in the oil and gas 
division and totalled $1,272,570 on exploration and 
development and $338,058 on plant and equipment. 
These expenditures were mainly in the Bindloss, 
Jenner, Wainwright and Viking areas. Service Industry 
capital expenditures totalled $559,021 compared to 
$376,766 in the previous year. Long-term debt was 
reduced by $1,257,606 including $433,000 as a result 
of the conversion of that principal amount of the 
Series “A” 9% Convertible Debentures. 


Working capital decreased during the year by 
$754,974 and at year-end was in a deficiency position 
of $438,291. Additional bank production loan financing 
has been arranged since year-end to eliminate the 
working capital deficiency. 


Subsequent to the year-end the remaining balance of 
$200,000 of the Series “A” 9% Convertible 
Debentures was converted into common shares. A 
total of 844,000 shares were issued (577,333 shares 
prior to year-end and 266,667 after) as a result of the 
conversion of all of the Debentures which were 
outstanding at the beginning of the fiscal year. 
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AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 


ASSETS 
ei 1 et SOctober 31a 
ee ac U9 1976 _ 
Current assets: 
Gash ef oie saga ac Face ce eee tee ee $2 1212662 $ 124,841 
Accounts. receivable — trade 2. Sts... oak. ae we ee een 1,634,458 1,540,184 
— Other erica enn oer ono «Cae eae ee ae eee 366,910 — 
Due from 50% owned COMmpaniCS es eens sere erate nee tee 161,222 189,629 
Inventories-(Note:2) Sxcsie res eer ne ie eer ate ene 1,183,169 1,107,644 
__Prepaid expense and other... . Sel en OCs SSUES 
3; 505, 405 2 995, 320 
Investment in and advances to 50% owned 
companies (Note 3): 
Investment 2 2s ae ire Ba Ee ie er eee 842,167 807,038 
_AdVANCeS ..- see 449,106 449,106 
Capital assets, at cost: oes 1 250,148 
Oil, gas and mineral properties including 
exploration and development:COSts eaener 42 crete eee 3,446,457 2,702,369 
| _ Less: Accumulated depletion . en dct ___ 530,103 444,800 
Ee ee 
Property, plant’ and equipments(NOle?4) 5 a 2,351,894 1,804,310 
Less: Accumulated depreciation ie ee 8 eo ae 718,961 588,741 
Peis t 632,933 1,215,569 
4,549,287 3,473,138 
Other assets and deferred charges: 
Deposits and other sii eh ion: hie eee 90,838 92,947 
Goodwill less'amounts amortized 3.25... 2 ee ee 292,267 Gye t Gley/ 
Organization and start-up costs less 
amounts amortized Bae ae en esd ee en aed a NUN ae ae a ema Sue Ce Gal ee ail 13,688 
383, 105 428,002 
APPROVED BY THE BOARD: 
VEL Leki Director. 
{\ k Director. 
__ $9,729,070 __ $8,152,604 
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LIABILITIES 


Current liabilities: 
Bank indebtedness — secured (Note 5) 
Accounts payable and accrued liabilities 


Income taxes pavyableiznuisen 2 rus 
_ Current portion of long-term debt ...... 


Long-term debt (Note 6): 
Bank loans — secured (Note 5) ....... 
9% Series “A” Convertible Debentures . 


Other secured liabilities Wtah 3 ou doe 


Less: Current portion........ Pee obs 


Deferred income taxes (Note 8) ......... 


SHAREHOLDERS’ EQUITY 
Share capital (Note 9): 
Authorized — 
10,000,000 shares without nominal or 
par value 
Issued — 
5,673,252 shares (1976 — 5,077,839) 
Contributed SurDIUS hiss aes ee 
DCTCH ier re Pen ae frre eee tot a yu ewie 


Commitments and contingencies (Note 12) 


aide SL 


1977 
$ 561,312 
2,826,883 
97,137 
Belo OF. 
3,943,696 


1,358,659 
200,000 
e002 

1,794,979 

_ 457,764 

1,337,215 

28,518 


5,584,941 
13,500 
(1,178,800) 


Ss PORTE 


$9,729,070 _ 


EMS 


$ 670,654 
1,566,609 
114,916 
326,458 


2,678,637 


848,568 
633,000 
213,960 


1,695,528 
326,458 


~ 1,369,070 


17,778 


5,142,901 
13,500 
(1,069,282) 


~ 4,087,119 


$8,152,604 
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AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF 
OPERATIONS AND DEFICIT 


___Year ended October 31_ 
1977) ea ere 


Revenue: 
Sales and other operating revenue: «922.5. < 5 ieee ere $ 8,131,442 $7,381,344 
Oil and gas production revenue .... +). sees eet 584,050 612,461 


Costs and expenses: 


Cost of Sales «604 idea dretcah hoarse hn ie ce, ae ae RU tree eee 6,369,606 5,350,484 
Administration, selling and general (Note 10) ....................-. 1,708,325 1,426,367 
Interest. on long-termodebt: <5 cat 2s Fee ee eet eee te UAT) 6, 178,692 
Other interest -..4254).c6t986 eck 7 tikes Pte Dee renee ne eer eve eae 70,468 85,287 
Depreciation: wc iis ceca b wicscal sce ins eS voces cteys keen i cae 328,147 Zo220e 
Depletion: .....sic 38 scent hs sia ates tle Sitar cee ei oie eta ae 85,303 140,218 
Amortization 2: s.2/aindesd wee ike oa ete eee iah ape ek ce ec an ger 42,788 46,853 
Mineral properties written off i ai acaieiisahat a nis vas sndausesepsanieieapetotindaninu ene nessne abseseaisosaaneramseaiesecoreaioume teutoasbansiespuniaaeatameenta=a Nei onee See . BOE 


__ 8,782,547 7,486,090 
(67,055) 507,745 
Other income (expense): 


Gain‘onsale of 50% owned company2.4: -- aa eee — 7,367 
Share of earnings (losses) of 50% owned companies ............... (19,176) 90,272 
Gain on sale of capital assets a a tg 5 20, 000 OUD. 


0 ie 


Income (loss) before income taxes and 
extraordinary item wae caus sic heer ener gi aN: (56,338) 606,160 


Income taxes (Note 8): 
Current ocd coy een aon epee a eee eee te ee eee 90,440 At,oo2 
DOC ted oo ee 37,390 276,969 


127/830 Beoioc 


Income (loss) before extraordinary item ..............s.se0s0e0... (184,168) —-287,839 


Extraordinary item: 
Reduction of income taxes due to utilization of 
_loss carry forwards _. Fe Pat AISI eel OE NG eae 74,650 282,429 


Income.(loss) "for the yearn Saaciad. cma pele de eee eee (109,518) 570,268 
Deficit at beginning of year _ 1,069,282 1,639,550 


Deficit at end of year $ 1,178,800 $1,069,282 


Earnings per share (Note 11): 
Income (loss) for the year before 
extraordinary items ca. a%:. ye wisiese, «rapes gener ie eee ee ee $ (0.04) $ 0.06 


Income: (lOss). forthe:yearsn) ase) se tee ee $ (0.02) $ On 


| | | | i] iJ Ss i) Ss es 
Per snenss= Ol cnancnddce WReecsanage"acaess ... 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF CHANGES 


IN FINANCIAL POSITION 


Financial resources were provided by: 
Operations — 


Income; (loss);before extraordinary item... ..0.2. 9... 403... 


Add (deduct): 


Depreciation, depletion, amortization and 


other non-cash items 


Share of (earnings) losses of 
SU e-OWNEGZCOMPalleSi- « cuch eee tiiadawicsrstarmnseen ye ee eter it oh altves 
___Deferred income taxes ...... bie Gini me taba IR e ORAS Sanat cette: 


| Funds provided by operations Ee rt lag Aa Met be Certara op ah At nae a ae oC 


Sale of assets 


SaleiohOlleand: gas; ploperties a <a. tes 2s she ae Citic eet 
MOMGTCHMRCCD tats wnt y whieh ep Tax: ae aceasta acute ee 
ISsuic.Oleshianescapital torcash).(NOte,9)esans.. 42.6 ob. opie cee 
Proceeds onsale Of 50% owned COMpany 2.68, .6205 see. cena. 
Repayment of advances to 50% owned companies ................. 


— eaRSLE 


Financial resources were used for: 
Olegas- ancunineral Properties vac met nadia a een cee G che aes 
ELODGK Vy OLAant AMC leQUIDITICIN sani. tein ss eetera cate tr olen tice eter, Heaney 
Reduction in long-term debt, less share 
Capitaloto433,000: Issuediinspayment een, nei een oe corer 
Investment in and advances to 50% 
OSOWNECCOMPAMOS Sn ati o a soi ea ange taeda er tO ake eee 


_ Other 


Increase (decrease) in working capital : Re ee ee ee 
Working capital at beginning of year .........-----++-.---ssss 


Working capital 


pee oecuce di clobena 
oi AMEE es 


1976 


(184,168)  $ 287,839 
426,345 437,087 
19,176 (90,272) 
__ 37,390 276,969 
298,743 911,623 
272,992 64,000 
528,482 = 
1,225,751 465,081 
9,040 1,000 
= 49,885 
a 163,104 
20D ee ee 
2,337,117 1,654,693 
1,272,570 130,881 
988,610 797,485 
824,606 397,746 
6,305 = 


3,092,091 


(754,974) 


OES 


(deficiency) at end of year..............-. sss se ag (438,291) 


19149 


1,345,252 


309,441 
ee 


_$ 316,683 
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sd PO db 
AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


OGTOBER 31977 


1. Accounting policies: 


The following accounting principles and practices of Trans-Canada Resources Ltd. and its subsidiary 
companies are set forth to facilitate the understanding of data presented in the financial statements: 


(a) 


The consolidated financial statements include the accounts of the Company and its subsidiaries 
all of which, with the exception of Jagor Resources Ltd. (53% owned), are wholly-owned. The 
excess cost of subsidiaries and businesses acquired over the related net asset values at dates of 
purchase is shown as goodwill and is being amortized over twenty year periods from date of 
acquisition. 


The Company follows the equity method of accounting for its investment in 50% owned com- 
panies. Under this method the cost of the Company’s investment is adjusted for its share of 
undistributed earnings or losses and capital transactions of the 50% owned companies. The 
Company’s share of earnings or losses of these entities is shown separately in the consolidated 
statement of operations. 


Current assets and current liabilities of foreign operations have been converted to Canadian dol- 
lars using the exchange rates at the date of the balance sheet. Other foreign assets and liabilities 
have been converted at the rate in effect at the time the original transactions took place. Revenue 
and expense items, with the exception of depreciation (which is converted at historical rates), 
have been converted using average rates of exchange throughout the year. Resulting foreign 
exchange gains or losses are included in the statement of operations and deficit. 


The Company follows the full cost method of accounting for oil and gas operations whereby all 
costs related to the exploration for and development of oil and gas reserves are capitalized. Costs 
capitalized include those related to acquisition of petroleum and natural gas rights, geological and 
geophysical exploration, lease rentals on undeveloped properties, drilling of wells and applicable 
overhead expenses. All such costs are depleted on a composite unit-of-production method based 
on estimated proven reserves of oil and gas. Proceeds on disposal of properties are ordinarily 
deducted from such costs without recognition of profit or loss except where such disposal in- 
cludes a major portion of the reserves. 


Direct costs applicable to mineral properties are capitalized and are charged to income when the 
property is abandoned or tests indicate that reserves do not exist in sufficient quantities to obtain 
commercial production. 


Research and development costs are expensed as incurred. 


Depreciation of production and related equipment is calculated by the straight-line method mainly 
at the rate of 5%; automotive equipment by the diminishing balance method mainly at rates from 
30% to 50% depending on usage; rental equipment by the diminishing balance method mainly at 
the rate of 20%; furniture and fixtures by the declining balance method mainly at the rate of 20%; 
leasehold improvements by the straight-line method over five to seven years and other equipment 
by the diminishing balance method at rates from 10% to 25%. 


Additions, improvements and repairs and maintenance that significantly add to productive capac- 
ity or extend the life of an asset are capitalized. Other expenditures for repairs and maintenance 
are charged to income as incurred. 


2. Inventories: 
Inventories consist of the following: 


ae 1977 1976 
Drilling fluids, at lower of cost or 
Net realizaDlenvalUess . tee wmln  e ee een eee er ane at $ 868,039 AS TASC Pde) 
Safety supplies, equipment and parts, 
at lower of cost or net realizable value .................... 300,744 290,170 
@ilfaenettealizabiosValtie==— =o 28 ee ee 14,386 24,149 
$1,183,169 $1,107,644 


3. Investment in and advances to 50% owned companies: 


The condensed combined balance sheet of those companies in which the Company has a 50% 
interest is as follows: 


September 30 


1977 1976 
(thousands of dollars) 
AVOTKIMOsC ADI tall mua er ere atime eh mrico) -a ciate ert oe arnt aes $1,449 $1,150 
PIXCUnaSSCtSene te nin te ascents. gene mails Wiccan ee krach ae Gre rhe 1,014 894 
I CTAS SO Samer tne seer nets cence eet MUN GR licl laces era eineein cue 32 19 
Shale hOlMerselOANS mcrae ne meh ind aren we etl eae re a __ (810) (449) 
S ALC OIGEESREQUILY tite cantrancd ch meme ecudin tn isnt ter oc omen $1,685 $1,614 
4. Property, plant and equipment: 
Property, plant and equipment consist of the following: 
1977 1976 
Accumulated Net book Net book 
__ Cost depreciation value ___ value 
Production and related 
SQUID ttre! das ake aroha $1,027,681 $160,559 $ 867,122 $ 696,682 
Automotive equipment ............ 516,607 265,916 251,091 230,628 
Rental equipment, ..5 ... 6. os ees 286,771 83,329 203,442 123,040 
Furniture, fixtures and 
leasehold improvements ........ 240,131 98,042 142,089 35,188 
Otneheeer enacts ek tee io ceteamyh ee 280,704 itslssn its 169,189 130,031 
$2,351,894 $718,961 $1,632,933 $1,215,569 
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5. Bank indebtedness: 


Bank indebtedness, both current and long-term, is secured by certain producing oil and gas proper- 
ties, a general assignment of accounts receivable, a floating charge debenture in the amount of 
$300,000 and the Company’s shares in Jagor Resources Ltd. 


. Long-term debt: 


(a) Bank loans — 
The long-term bank loans are evidenced by demand notes and bear interest at 1% to 11'/2% 
above prime rates. The present terms of repayment of these loans extend up to 1982 and require 
principal instalments amounting to $268,444 annually, however the bank reserves the right to call 
these loans on demand. 


(b) 9% Series “A” Convertible Debentures — 


Subsequent to year-end, all of the outstanding debentures were converted to common shares of 
the Company in accordance with the conversion privileges outlined below. 


The Debentures were convertible into common shares of the Company at a price of 75¢ per 
share. The Debentures were secured by irrevocable letters of credit issued by the bank by way of 
guarantee to the debenture holders. 


(c) Other secured liabilities consist of various finance contracts covering certain equipment purch- 
ases. The contracts are being retired by monthly payments of principal and interest over various 
periods not in excess of three years. 


(d) Repayment requirements during the next five years ending October 31 are: 1978 — $477,764; 
1979 — $367,444; 1980 — $261,444: 1981 — $246,444 and 1982 — $261,883. 


Minority interest: 


The interest of the minority shareholders in Jagor Resources Ltd. has been eliminated by their share 
of losses incurred. All Jagor losses now accrue to the Company, and total losses of approximately 
$21,000 remain to be recovered before any credit to minority interest shareholders would result. 


Income taxes: 


(a) The Company and its subsidiaries follow the tax allocation method of accounting for income taxes 
whereby the income tax provision is based on operations reported in the accounts. Under this 
method the companies provide for taxes deferred as a result of claiming tax deductions in excess 
of related amounts charged to operations. Where there are accounting losses the companies 
have accumulated amounts charged to earnings in excess of the related amounts claimed for tax 
purposes and the future benefits of these available deductions for tax purposes can only be 
recognized if their realization is virtually assured when the losses arise. 


At October 31, 1977, the deferred tax credit shown in the balance sheet represents the taxes 
deferred by certain companies in the group. No provision has been made for future benefits, 
which may arise in the other companies, with respect to the amounts charged to operations in 
excess of related deductions for tax purposes. As at October 31, 1977 these amounts are tax 


10. 


Nia 


losses of $484,000 plus timing differences of $662,000. The tax losses expire as follows: 1978 — 
$7,000; 1979 — $18,000; 1980 — $31,000; 1982 — $160,000; 1983 — $115,000 and 1984 — 
$153,000. 


S 


The statement of operations and deficit shows a provision for income taxes of $127,830 in rela- 
tion to a loss before provision for taxes of $56,338. This tax expense exceeds the normal ex- 
pected tax expense due to the fact that the income statement reflects losses of subsidiaries and 
50% owned companies amounting to $325,000, on which no future benefit has been provided 
while the tax effect of the non-deductible royalties and other charges is offset by the various rate 
reductions available. 


. Capital stock: 


(a) The changes in issued share capital are summarized below: 


1977 1976 
Number of Share Number of Share 
shares capital shares capital 
Balance, beginning of year ........ 5,077,839 $5,142,901 5,075,839 $5,141,901 
Issued on conversion of 
Series “A” Debentures .......... Sinoae 433,000 — — 
Issued upon exercise 
OMSTOCKIODTONS ait.) ahaa nace ete 18,080 9,040 2,000 1,000 
Sir seeo2 $5,584,941 5,077,839 $5,142,901 


(b) As at October 31, 1977 the Company had reserved a total of 452,537 of its authorized but unis- 
sued shares as follows: 


(i) 185,870 shares under an Employees’ Stock Option Plan 
(ii) 266,667 shares to provide for the conversion privileges under the terms of the Series “A” 
Convertible Debentures of the Company. 


Employee stock options to purchase 171,970 shares were outstanding at year end, including 60,300 
to officers and directors. All of the options are at a price of 50¢ per share, are exercisable at the rate 
of 20% per year and expire on December 14, 1980. 


Remuneration of directors and officers: 


Remuneration of directors and officers for the year ended October 31, 1977 aggregated $224,900 
(1976 — $184,253). 


Earnings per share: 


Earnings per share have been calculated using the weighted average number of shares outstanding 
during the period. 


nly 
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12. Commitments and contingencies: 


(a) The Company and various of its subsidiaries have entered into lease agreements for premises at 
annual rentals approximating $150,000 as at October 31, 1977 and for various terms extending 
up to 1982. 


(b) The Company is a defendant in a lawsuit claiming $185,000 plus interest and costs. The lawsuit 
is being contested by the Company and a counter-claim has been filed. 


(c) The Company has guaranteed the bank indebtedness of |.D.F. (U.K.) Limited (a 50% owned 
company) to the extent of 50% of £1,000,000, and has also guaranteed the bank indebtedness of 
|.D.F. (Netherlands) B.V. by way of bank letter of credit in the amount of 250,000 Dutch guilders. 


13. Subsidiaries and 50% owned companies: 


All the subsidiaries of the Company have been consolidated and they are as follows: 


Jagor Resources Ltd. (53% owned) 
International Drilling Fluids Ltd. 
International Drilling Fluids U.S. Inc. 
Oilind Safety Engineering Inc. 

Oilind Safety Engineering Ltd. 
Trans-Canada Resources B.V. 
Trans-Canada Resources (U.K.) Limited 


The 50% owned companies that have been accounted for by the equity method all have a September 
30 year-end and consist of the following: 


International Drilling Fluids (Bermuda) Limited 
International Drilling Fluids Espana, S.A. 
International Drilling Fluids (Netherlands) B.V. 
International Drilling Fluids (U.K.) Limited 
Drilling Fluids Consultants Limited 


AUDITORS’ REPORT 


To the Shareholders of 
Trans-Canada Resources Ltd. 


We have examined the consolidated balance sheet of Trans-Canada Resources Ltd. as at October 31, 1977 and the 
consolidated statements of operations and deficit and changes in financial position for the year then ended. Our 
examination of the financial statements of Trans-Canada Resources Ltd. and those subsidiaries of which we are the 
auditors was made in accordance with generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. We have relied on the reports of other 
auditors who have examined the financial statements of other subsidiaries and 50% owned companies. 


In our opinion, these consolidated financial statements present fairly the financial position of the Company as at 
October 31, 1977 and the results of its operations and the changes in its financial position for the year then ended in 


accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding 
year. 


Via Uke 
Calgary, Alberta ee. LLL ei dlien Ye. 


December 29, 1977 Chartered Accountants 
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FIVE YEAR FINANCIAL AND OPERATING REVIEW 


1977 1976 1975 1974 
Revenue: 
Sales Elafolol tel a ostatain Gave cee oto ae er eae ee $ 8,131,442 7,381,344 5,087,985 7,780,712 
Oil and gas production revenues after royalties ....... 584,050 612,461 565,547 427,371 


8,715,492 7,993,805 5,653,532 8,208,083 
Costs and expenses: 


Costiofesales marth cic mec tne ec aee chines ean: 6,369,606 5,350,484 3,963,830 5,677,393 

Administration, selling and general.................. 1,708,325 1,426,367 1,056,842 1,898,081 

INtereSta peer eee eae nee ccs, rae cies aueracee 248,378 263,979 213,462 204,262 

Depreciation, depletion and amortization............. 456,238 419,323 342,642 286,947 
Mineral propemies written Off Serica sees — 25,937 70,690 = 

8,782,547 7,486,090 5,647,466 8,066,643 

(67,055) BONS 6,066 141,440 


Other income (expenses): 
(Loss) from discontinued operations................. — _ — = 


Cetin (DSS) OM BESS CIMOSABc scoscccosnvcccunvecce 29,893 8,173 (119,436) 59,428 
Share of earnings (losses) of 50% 

OWNECICOMPANICSmmeperener a tine fet iach ek corviy eee or: (19,176) 90,272 (35,235) 64,252 
Minority interests in (earnings) losses ............... — — 4,630 37,201 
IMCOMERtAXES parr ances accrue re eae acasievatvelee «Sanaa (127,830) (318,321) (82,762) (220,070) 

Net earnings before extraordinary items ............... (184,168) 287,839 (226,737) 82,251 
ExtraordinanvaltemSs meme ee ce men hice eee ee 74,650 282,429 _ 944,971 
NeeatiningsulOSs)a(lin(2)mermeeeeeeieen cea cn $ (109,518) 570,268 (226,737) 1,027,222 
Rensharcweeser er er warts co ate ecu o arin ntenae $ (.02) 1 (.05) 23 
CashitlOWawseerer mrs ain iia eis tenia aecioars mean $ 298,743 911,623 360,702 376,114 
Cashetlowipeleshanememecrttexcr tert teen hore ae $ .06 18 .08 .08 
BALANCE SHEET DATA: 
Workingscanitala(Geticiency) sameeren rrr terre $ (438,291) 316,683 7,242 132,694 
Investment in 50% owned companies ............... Sa ash) 27 1,256,144 1,325,481 1,249,101 
Gapitaltassetgu— met sages. eterno clo Ge once artearalle unerescls $ 4,549,287 3,473,138 3,006,373 2,702,860 
Eongstenmide big rewm enter trot at. ncnchataneescr Sy eels 1,369,070 i On ets 1,202,975 
Shareholdersmequity gases tutti camemienn: $ 4,419,641 4,087,119 Coloreol 3,463,647 
= [Se] SAENO EU MEET Giles vc sano ccnemgondoemenvoor $ 78 .80 .69 76 
COMMON STOCK: 
SHENES CUGENGCIG) cacccvamuenaeocegs cau bane omoes 5,673,252 5,077,839 5,075,839 4,528,623 
Share trading range: 
Quarter ending: Jan. 31 April 30 July 31 
ATA [allel tin Season cncoeors eee me mC oa rca $.71 $.68 $.79 
SHON) os Neenccs ooh. BR OE er Rie Coen Foil 55 Jae 
VAs alleles soiree Seo Oe emcee cma ece hs} 76 82 
== ONY 16 Uaieigid San aA aero eae a core 45 .60 .60 
GROSS PRODUCT SALES (3) 
Crude oil: 

Salest— Darrels syamrnet mies Gess er uncoe So styowlenecs 70,426 98,480 97,400 138,600 

Sales'—sbarrels! Den Gaye uta. iiavascem eps nian 193 269 267 380 

Price per barrel before royalty .................... $10.26 $8.12 $7.15 $5.02 
Natural gas: 

SaleSta—=iM C ae eene star erete: taccnsickarercrasepsee eran eee 78,471 60,233 66,937 — 

Sales: MC per: day mmuenaeriiners cecccdkene ciaaty peranters 214 165 183 — 

Price per MCF before royalty..................... Sale29 $ .96 $ .62 — 

RESERVES — GROSS (4) 
QOUR(M UD DIS!) teneeean eameriar eater. eacm cane care sae trona 3,194 1,884 Syoae 9,490 
Gasn(MMGE) igre aacetiac en cicrc cr ansyesevesnuss eteteca laps iencker es 12,300 9,300 12,300 11,250 
LAND HOLDINGS: 
GlOSSsaCheSiempceatermneecotae epee tte ate ore tenes 1,814,211 1,853,023 2,361,043 10,619,101 
NGHAGIES erie eititeu ic. duce cteiesy iain ust hours 58,391 63,032 67,274 409,267 
NUIMIBIETRY OF EMIRILONAEIES) , on sco cc aaccsonanvcoenhoa: 109 104 79 74 


Notes to Five Year Review 


O 


1973 


5,220,265 
323,343 


5,543,608 


4,418,031 
1,245,253 
187,122 
246,810 
37,174 


6,134,390 
(590,782) 


(196,517) 
1,147 


48,026 
16,861 
(30,724) 


(751,989) 


(751,989 


229,599 
56,919 
2,733,233 
1,527,446 
1,983,561 
48 


4,113,738 


348 
$3.09 


7,640 
10,000 


10,144,904 
361,137 


87 


1. The policy of currently expensing research and development costs was retroactively adopted in 1976 and prior years have 


been restated accordingly. 


2. Effective August 2, 1974 the Company's interest in two subsidiary companies was reduced to 50%. The 1974 figures consoli- 


date results of these companies to July 31 at which time the equity method of accounting was adopted. 


3. Gross volumes (rather than net which would provide a deduction for royalties) are reported to facilitate comparisons which 
would otherwise be distorted by changes in basic royalty rates and supplementary royalties which vary with sales prices. 


4. Includes proven and probable additional reserves before deducting royalties and excludes minority interests in subsidiary 


companies. 
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CORPORATE INFORMATION 


INCORPORATION 
Province of British Columbia 


HEAD OFFICE 
600 - 310 Ninth Avenue, S.W. 
Calgary, Alberta T2P 1K5 


REGISTERED OFFICE 

Suite 1680, One Bentall Centre 
505 Burrard Street 

Vancouver, British Columbia 
V7X 1C9 


REGISTRARS AND TRANSFER AGENTS 
Canada Permanent Trust Company 

— Calgary, Alberta 

— Vancouver, British Columbia 

— Toronto, Ontario 


OPERATING ENTITIES 


Natural Resources Group 


Oil & Gas Division of T.C.R. 
Trans-Canada Resources (U.K.) Limited 
Jagor Resources Ltd. 


Service Industries Group 


International Drilling Fluids, 
a Division of T.C.R. 
International Drilling Fluids U.S. Inc. 
Con-Serve, a Division of T.C.R. 
Oilind Safety Engineering Ltd. 
Oilind Safety Engineering Inc. 
Trans-Canada Resources B.V. 
International Drilling Fluids (U.K.) Limited 
International Drilling Fluids 
(Bermuda) Limited 
International Drilling Fluids 
Netherlands B.V. 
International Drilling Fluids 
Espana S.A. 
Drilling Fluid Consultants Limited 


BANKERS 
The Royal Bank of Canada 


AUDITORS 
Price Waterhouse & Co. 
Calgary, Alberta 


LEGAL COUNSEL 
Howard, Dixon, Mackie, Forsyth 
Calgary, Alberta 


Guild, Yule, Schmitt, Lane, Sullivan & Finch 
Vancouver, British Columbia 


SHARES LISTED 
Toronto Stock Exchange 


T.C.R.’s : 
Interest Area of Operation 
100% Canada 
100% U.K. North Sea 
53% Canada 
100% Canada 
100% United States 
100% Canada 
100% Canada 
100% United States 
100% Worldwide 
50% U.K. 
50% Worldwide 
50% Netherlands 
50% Spain 
50% Worldwide 
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